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Dear Governor Cowper: 

Attached is an expanded version of the Fall 1989 forecast released on November 3,1989. It couples 
a short-term and long-tern forecast with a particularly close examination of petroleum revenues, the main- 
stay of our state income. It also sets out the revenues the State has received in the past. 

This document is a blend of good news and bad news. 

The good news is that oil prices are up strongly horn a year ago and the modification of the Eco- 
nomic Limit Factor (ELF) has raised severance tax revenues. 

The bad news is that oil production has started to fall and pipeline tariffs are going up. (Increased 
tariffs cut State revenues from taxes and royalties.) 

The good news has justiiiably cheered Alaskms about the prospects for the next year. The bad news 
should give us pause about the next 10 years. 

The fall in oil production means that the inevitable decline in the huge Prudhoe Bay field has started 
sooner than we predicted. 
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A. Outlook for Short Term IFY 1990 - FY1992) 

Higher oil revenues make the Fall 1989 State Revenue Forecast considerably higher than the forecast of Spring 1989. 
Revenues from non-petroleum sources will continue to be less than 20 percent of the total revenues, and those non- 
petroleum revenues should be approximately the same as last year. 

Two positive factors outweigh two negative factors to drive the revenue outlook higher. 

The two most important positive factors are: 
1. The new Economic Limit Factor (ELF) has increased severance tax revenues; and 
2. The oil price assumptions in all scenarios-except for one year in the high scenario-have increased. 

The two most important negative factors are: 
1. The onset of decline in the Prudhoe Bay field has been more rapid than expected, causing a fall in the estimates 
of production over the next five years; and 
2. The estimates of Trans Alaska Pipeline System (TAPS) pipeline tariffs for the next two years have increased 
sharply, both because falling production will force expenses to be divided into fewer barrels and because the oil 
companies which own the pipeline will claim new expenses. These claimed new expenses will include corrosion 
repairs, oil spilS prevention, and legal fees arising from the oil spill in Prince William Sound. The TAPS tariff is the 
price the oil companies which own the pipeline charge to transpurt the oil from the North Slope to Valdez. Higher 
TAPS tariffs mean lower State revenues from taxes and royalties. 

The following table illustrates the improved revenue outlook. Caution: the scenarios represent only three of many 
possible outcomes. None of the scenarios will prove wholly correct. No one scenario is more likely than any other. 
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Alaska State Revenue Matrix' 
Unrestricted General Funds 

(Millions of dollars) 

Alaska North Slope Production 
Millions of barrelslday 

Avg ANS 
Lower 48* 1.50 1.55 1-60 1.65 1.70 1.75 1.80 1.85 1.90 

Assumptions other than price and production, are based on the mid scenario of the Department 
of Revenue Fall 1989 Forecast, updated to account for changes in the ELF due to HB 118 and the 
Oil and Hazardous Release Fund. HI3 1 18 is assumed to be effective for m! 1990 and the Oil and 
Hazardous Release Fund is assumed to be effective starting with July 1989 production. 

The average ANS price for all lower 48 sales is approximately $O.O8/barrel less than the U. S. 

k ! F  FllU 1989 Revenue Sources Book 
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B. -k for Long-Term (FY 1993 - 20101 

The short-term outlook showed more than a $600 million "spread between the low andhigh scenarios for the current 
fiscal year, FY 1990. The long-term outlook is that the longer we look into the future, the bigger the difference gets between 
the low and high scenarios. The main constant is that revenues from oil and gas will continue to dominate Alaska's total 
revenues into the 21st century. The State will receive more than half of its revenues from oil and gas until at least 2005. 

The two critical variable factors in the long-term outlook for petroleum revenues are the price and the production 
of oil. 

The price of oil directly affects revenues in two ways. The price directly determines the value of petroleum 
production. The price also determines the feasibility of exploring and developing additional resources, including the 
enormous Arctic gas reserves. Increasing world consumption of oil will force an increasing dependence on OPEC. This 
forecast assumes that this increasing dependence will result in a long-term upward drift in oil prices. The madcet reaction 
to very high oil prices in the early 1980s suggests that oil prices above $20per barrel are difficult to sustain for long periods 
of time . 

The decline in production from the Prudhue Bay field is a central issue for Alaska. Taxes and royalties generated 
by Pmdhoe Bay account for more than half of the Sae ' s  current revenues. This forecast assumes that Prudhoe Bay 
production will fall to half of current levels sometime between 1997 and 2000. 



This section analyzes revenues over the next two and a half years, taking us through the rest of FY 90 to 
the end of FY 92. It analyzes revenues that go to the General Fund, the account which finances most of the budget. 
Both unrestricted and restricted revenues flow into the General Fund. The difference between these two types 
of revenues is in how the legislature can use them. Unrestricted revenues have no restrictions on their use. 
Restricted revenues carry some restriction on their use. For most restricted revenues, the restriction comes from 
the Federal government. In N 89, restricted revenues were 20 percent of total General Fund revenues, and 
unrestricted revenues were 80 percent of total General Fund revenues. 

Because restricted revenues are specific in their use, discussions of revenues tend to concentrate on 
unrestricted revenues. 

The following table shows all sources of unrestricted General Fund revenues for FY 89 through FY 92. 
The next table shows all sources of restricted General Fund revenues for N 89 through N 92. 
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GENERAL FUND UNRESTRICTED REVENUES 
(Millions of Dollars) 

FY 1989 FY 1990 ESTIMATES F'Y 1991 ESTIMATES 
TAXES Actuals AmLMidJii& ~~~ 
Income 
Corporate General (1) 38.0 30.0 30.0 30.0 30.0 30.0 30.0 
Corporate - Petroleum (1) 166.0 109.0 130.0 157.0 114.0 139.0 164.0 
Income from Prior Years (2) 2ZiXl 5.2 52 52 U Q & ! Q L !  
Total (3) 4 x  ~~~ ~ L d e n ~  

ibauwi 
Oil & Gas Production 696.4 737.1 885.8 1066.0 671.1 917.5 1171.2 
Oil & Gas Conservatioa 2.4 2.3 2.3 2.5 2.1 2.2 2.4 
Oil & Hazardous Release (4) 0.0 26.0 26.7 28.1 25.6 27.0 29.6 
ELF Revision Payments (5) A!& ~ s . z s 2 - I % 2  A@Jt!&-JU! 
Total 6%& H61$mu!1198,8 @ B & 9 Q 6 , 7 ~  

lbam?h 
Oil & Gas (6) 

s.%uh? 
Alcoholic Beverages 11.8 11.4 11.4 11.4 11.2 11.2 11.2 
Fuel Taxes - Aviation (7) 10.1 10.0 10.0 10.0 10.1 10.1 10.1 
Fuel Taxes - Highway 20.0 20.0 20.0 20,O 20.5 20.5 20.5 
Fuel Taxes - Mariee 7.2 7.0 7.0 7.0 7.2 7.2 7.2 
Tobacco Products (8) lid4 _1Bh -@& 10.6 J 4 & . 2  
Total %?J %a E!& ~~~ 

Ta;ece;s 
Alaska Business License (9) 
Hsh - W S h o ~ h i t d  (10) 
Fish - Floating 
Salmon &baUcemerkt (11) 
Seafood Ma&eting ( 12) 
Insurance Companies 
Elecbic 8r Telephone Coops ( 13) 
Gaming (14) 
Mining License Tax 
Estate 

Total 

TOTAL TAXES U675 1219.6WS6,Q1594,8 &%UE32Q,&W98,3 - .. 

FY 1992 ESTIMATES 
~ ~ L l i e h  
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FOOTNOTES 

(1) Figures are forecasted to be slightly higher but expected to trend 
downward. 

(2) The major portion of the FY 89 figure reflects the ARC0 settlement 
($1723 million) which resolved dlsputed State income tax liabilities from prior 
years. 

(3) Figures include that portion ($56.1 million in FY 89) annually shared 
through the municipal assistance program (AS 43.20.016). 

(4) Reflects enactment of the conservation surcharge on oil (Ch. 112, SLA 
1989). 

(5) FY 90 figures reflect those protested ELF revision payments received 
by the State, and are subject to litigation. 

(6) Figures only reflect the State's share of the total. The total property tax 
and the municipalities' share are as follow (millions $): FT 89: $342.0 and $252.3; 
FY 90: $332.9 and $248.3; FY 91: $331.0 and $251.3; and FY 92: $333.9 and 
$258.7, respectively. 

(7) Includes that portion annually shared to qualified municipalities (AS 
43.40.010). 

(8) Hgures reflect the increased millage rate for the General Fund portion 
from 5.5 to 12 mills per cigarette per Ch. 96, SLA 89. 

(9) The Department of Commerce in January, 1989 switched to a two year 
cycle for business license applications. 

(10) Figures reflect tfre enactment of a shorebased fisheries business tax credit 
which is limited to 50 percent of the business' total tax liability with any unused 
portion of the credit carried forward (Ch, 79, SLA 1986, effective July 1,1986). For 
example, the total FT 89 fisheries business tax liability was $41.3 million against 
which $14.6 million crecfits were applied thus yielding a total net fisheries business 
tax of $26.7 million. This State share is further reduced annually ($15.7 million in 
FY 89) by municipal revenue sharing (AS 43.75.130). The canned fisheries busi- 
ness tax has been combined into a single category with the shorebased since the tax 
credits are applied against the aggregate return and cannot be allocated by specific 
processing type. 

(1 1) Provides annual funding based on collections for qualified regional 
aquaculture associations (AS 43.76.025). 

(12) Provides annual funding based on collections for the Alaska Seafood 
Marketing Institute (AS 16.5 1.160). 

(13) Figures include that portion ($2.0 million for FY 89) annually refunded 
to local taxing authorities (AS 10.25.570). 

(14) Reflects enactment of the Gaming Reform Act (Ch. 99, SLA 1989), 
effective September 2, 1988. 

(15) Figures reflect the trend of shifting fees by various agencies from General 
Fund Unrestricted revenues to Restricted Program Receipts. 

(16) Figures include that portion of amusement and gaming Licenses (AS 
43.35.050) andliquor licenses (AS 04.10.460) annually sharedto qualifiedmunici- 
palities. 

(17) Net of Permanent Fund and Public School Fund contributions. 
(18) Reflects the OCS "8(g)" revenue sharing settlement of $4.0 million in 

FY 89, and $4.0 million in EY 90, FY 91, and FY 92. The General Fund share 
represents 49.5 percent of the aforementioned totals, whereas the Permanent Fund 
receives 50.0 percent. The remaining 0.5 percent is distributed to the Public School 
Fund. 

(19) Reflects state lease sales of $14.7 millionheldSeptember 28,1988 (Sale 
55 - Demarcation Point), $6.1 million held September 28, 1988 (Sale 69A - 
Kuparuk Uplands), and $2.2 million held January 24,1989 (Sale 52 - Beaufort Sea, 
Sale 72A - Oliktok Point). The bonus figures represent the General Fund's 49.5 
percent share. 

(20) The Department of Natural Resources projects the following FT 90, FY 
91, and FY 92 state lease sales: F Y  90 (None scheduled); FY 91 (Sale 67A - Cook 
Inlet:Exempt, Sale 70A - Kuparuk Up1aods:Exempt Sale 64 - Kavik, Sale 65 - 
Beaufort Sea); and FY 92 (Sale 74 - Cook Inlet, Sale 61 - Whitehdls, Sale 68 - 
Beaufort Sea). However, bonus bids are impossible to anticipate prior to sales; 
therefore, no estimates are provided. 

(21) With regard to the projections shown in this current revenue forecast, it 
should be noted that, a l l  currently held and projected investment assets in the 
General Investment Fund are projected to be liquidated by January 1992, under the 
Low Case revenue scenario presentek In the High Case and the Mid Case 
scenarios, &ere are still assets in the k n d  at the end of FY 1992. A wide variety 
of policy actions wuld be taken to either increase General Fund cash inflows or 
reduce General Fund cash outflows. However, no such actions are assumed here. 
Even with total li@dation of the General Investment Fund, interest from certain 
mortgage and loan programs is assumed to accrue to the General Fund 

(22) The State, per AS 38.05.180, will be granting incentive credits against 
royalties, severance taxes, and rentals to the oil companies for d r i h g  exploratory 
wells. Although there are no d t s  currently applied against the FY 90 figures, 
additional credits are anticipated in subsequent years. 

(23) Chapter 48 SLA 1987, allocates 5% of General Fund unrestricted 
revenues to the MentalHealthTmst Income Account until such time as the orip;mal 
Mental Xealth Trust Lands are valued (at which point 8% of such value will be 
allocated annually to the Mental Health Trust Income Account). The necessary 
expenses of Alaska's Mental Health P r o m  must be met before funds in the 
Mental Health Trust Income Account may be expended for any other public 
purpose (AS 37.14.021). The amounts shown are included in the aforementioned 
Total Unrestricted Revenue figures. 



GENERAL FUND RESTRICTED REVENUES 
(Millions of Dollars) 

FY 1989 FY 1990 ESTIMATES FY 1991 ESTIMATES FY 1992 ESTIMATES 
di!&&i% ~~~ JdULMidHieb l c e m e M i d m h  

Education 73.3 66.0 66.0 66.0 66.0 66.0 66.0 
Services 167.4 191.4 191.4 191.4 191.7 191.7 191.7 

Health 3.9 5.0 5.0 5.0 4.8 4.8 4.8 Not Available 
Natural Resources 30.0 27.8 27.8 27.8 27.8 27.8 27.8 
Pub. Prot/Admin. of Justice 12.4 12.8 12.8 12.8 12.7 12.7 12.7 
Development/GeneralGovt. 7.8 2.0 2.0 2.0 2.0 2.0 2.0 
Transportation L%iL8 .!J&QmW ~~~ 
Total Federal Grants-in-Aid 4!BZ!5 ~ & i & ! 2 ~  ~ t l l t 8 & ~  

Education 2.3 2.2 2.2 2.2 2.2 2.2 2.2 
HealthJSocial Services 6.5 8.4 8.4 8.4 8.2 8.2 8.2 
Natural Resources 6.2 5.7 5.7 5.7 5.7 5.7 5.7 Not Available 
Pub. Prot./Adrnin. of Justice 5.3 6.4 6.4 6.4 6.2 6.2 6.2 
Development/GeneralGovt. 14.0 5.9 5.9 5.9 5.9 5.9 5.9 
Transportation LQ @ ! u Q i 9  @ u ! @  
Total Other Grants-in-Aid 3.52 2 ! E i 2 9 + 5 a z 5  2 u . 2 9 1  

Miscellaneous Restricted 
Revenue-All Categories m16.416.4 m-j'XJm 

TOTAL GENERAL FUND 2732.9 2539.4 2829.5 3178.9 2277.3 2789.7 3299.7 

* Restricted Revenue figures may not agree with those shown in the Governor's budget due to categorical differences between the budget and accounting syste 
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I I 

Introduction 

This section: underlines the importance of petroleum revenues to Alaska's total revenues; discusses the 
current oil k e t s ;  sets out the petroleum forecast assumptions; describes the low, mid, and high scenarios; and 
concludes with a note on the effects of the modified Economic Limit Factor (ELF) and a note on methodology. 

Importance of Petroleum Revenues 

Petroleum revenues now account for more than 80 percent of all unrestricted General Fund revenues, and 
will account for more than 80 percent of those revenues each year well into the 1990s. 

The figure below shows the relationship of petroleum revenues to all revenues for FT 89. 

FY 89 GENERAL FUND UNRESTRICTED REVENUES 

NON-PETROLEUM BASED 

PETROLEUM BASED 
84% 



PETROLEUM REVENUES 
General Fund Unrestricted Revenues: 

Petroleum Revenues as a Percentage of the Total 

The following table shows that petroleum revenues will 
dominate in the short-term under all three scenarios. 

Wens of Dollars) 

Total G. F. Total G. F. 
Unresbicted Unrestricted 

Revelaues -Percent 

lz&uLQd 2186.2 1840.4 84 

fl90E!&iw&z 
Low Case 2005.5 1668.4 83 
Mid Case 2295.6 1955.2 85 
High Case 2645.0 2301.1 87 

91 ES~&I!SS 
Low Case 1743.2 1424.8 82 
Mid Case 2255.6 1903.6 84 
High Case 2765.6 2373.3 86 

Ey92- 
Low Case 1860.1 1578.3 85 
Mid Case 2416.2 2048.6 85 
High Case 2993.4 2545.6 85 
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Petroleum revenues come from: (1) severance taxes (also called production taxes); (2) royalties on oil and 
gas the State owns; (3) corporate income taxes on corporations producing and transporting oil and gas; (4) the 
oil and gas property tax; and (5) other oil and gas revenues (rents, bonuses, and special settlements). 

Together, these petroleum revenues accounted for 84 percent of State revenues in FY 89. The State also 
collects revenues in the form of interest earned on money invested in the State Treasury, which accounted for 
another 5 percent of the total General Fund unrestricted revenues. (Most of the earnings come from interest 
earned on petroleum revenues.) The following figure illustrates this. 

FY 89 GENERAL FUND UNRESTRICTED REVENUES 

O&G SEVERANCE TAXES 
CORPORATE TAXES 32% 

7% 

OIL & GAS 
ROYALTIES OTHER: 

28% NON-PETROLEUM 
11% 

INVESTMENT EARNINGS 
5% 

O&G PROPERTY TAXES 
4% OTHER (OIL & GAS) 

1 3% 



The following figure shows that the State of Naska has received most of its revenues from perroleurn for 
a subnanriai period. Petroleum revenues comprised more tixm 75 percent of General Fund unresmcted 
revenues in FY 89 for the tenth y e a  in a row. 

PERCENTAGE OF GENERAL IFUPJD UNRESTRICTED 
REVENUES WHICH COME FROM PETROLEUM 

(FY 1975 - 92) 

= LOWCASE 

MXD CASE 

Percentage 
100 - 1  - - - - - -  _ - _  

1 
I I 

- __1-- 

-- - m. -- 
9 Revenue Scaurc~s BQG% m " V p  , . - I . - - v ~ - - . ~ w Y  

- ? '  
:,,: .g ,.$ ..  - :, , !+ 

I,,, t . . .  $ $  I .  

... * 





ANS Market 

Lower production from Alaska's North Slope continues to 
dominate the news. Recent estimates released by the Alaska Depart- 
ment of Natural Resources reduce the production estimates released 
last Spring for the North Slope by an average of roughly 100,000 bbV 
day. Due to the projected decline in the mammoth Prudhoe Bay oil 
field, Alaska's overall oil production will continue to decline in the 
future. The good news is that several new oil fields will be coming 
into production in the early 1990s' including Point Mchtyre, Niakxk, 
and possibly West Sak. 

The decline in ANS production combined with projected 
continued declines in California production and a growing appetite 
for oil on the West Coast will eventually eliminate the meed for the 
movement of ANS to destinations east of Panama. The result of this 
situation will be to increase the price of oil on the West Coast relative 
to world oil prices. The price jump occurs in EY 1992 in both the low 
and mid scenarios and occurs in FY 1993 in the high scenario, 
reflecting a difference in the timing of the disappearance of the West 
Coast oil glut. 

Spot prices this year for ANS crude oil peaked at over $20/bbl 
last April following the disruption in Brent production from the North 

Figure 2 

ANS Spot Price 
($ / barrel) 

Sea and the disruption in production associated with the Valdez $10 1 1 1 1  
I 

J F M A M J J A S O N D , J F M A M J J A  
oilspill. Prices have been creeping up since September and are I 88 I 89 

currently over $20/bbl. Figure 2 illustrates ANS spot prices for Gulf 
Coast andl West Coast deliveries so far this year. 

Month 
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World Oil Price 

This forecast generally takes the latter approach, project- 
Table 2 Scenarios for Saudi Light Oil Price ing constant dollar prices in the Low Scenario of around $12/bbl, 

($/bbl) in the Mid Scenario of around $15/bbl, and in the High Scenario 
approaching $20/bbl. 

Fiscal Low Mid High 
Year Scenario Scenario Scenario The discussion of price forecast assumptions which fol- 

The basic price assumptions developed for this forecast con- 
tinue to start with the price of Saudi Light cmde oil, a widely traded 
crude oil similiar in quality to ANS. Saudi Light is the dominant crude 
oil produced by the world's largest oil exporter, Saudi Arabia. 

The scenarios for the short term outlook for Saudi Light price 
are described in the next section. 

Ttne longer term outlook for oil prices essentially depends on 
the assumptions about how OPEC behaves in a market which requires 
an increasing amount of production from those OPEC countries with 
large oil reserves. Some analysts argue that a magic number for OPEC 
is 80%, that is, when OPEC production reaches 80% of its capacity, 
major, sustainable price increases can be expected. Others argue that 
as the market approaches this level of dependence on OPEC, price 
increases will occur which will trigger the kind of self-regulating re- 
sponse on both the supply and demand side for oil which will keep the 

I real cost of oil somewhere in the $10/bbl to $20/bbl range. 

lows essentially starts with the Saudi Light price and outlines the 
other variables which translate this price into the wellhead price 
for ANS crude oil. The wellhead price is the price determining the 
value of production and thus the State's severance tax and royalty 
income. The relationship between Saudi Light price and A N S  
wellhead price is illustrated in Figure 3 for the mid scenario. 

Figure 3 

Saudi Light & ANS Wellhead Price 
Mid Scenario-1 988 Constant Dollar 



ANS Lower 18 Prices 

Table 3 Scenarios for ANS Oil Price 
Gulf Coast and West Coast 

($/bbl) 

Low Mid High 
Fiscal Scenario Scenario Scenario 
Year West Gulf West Gulf West Gulf 

The price of ANS is forecast based on its hiqtoricd relationship 
to Saudi Light. The relationship over time between the prices of these 
two crude oils has been far from stable, reflecting-among other things- 
the peculiarities of the U.S . market and the internal dynamics of OPEC 
pricing policies. Many factors can affect the relative prices of crude 
oils, including differences in quality and location. The volatile rela- 
tionship among world crude oil prices reflects the evolving market, 
changing pricing practices of both the OPEC and non-OPEC produc- 
ers, and changes in refinery economics. ANS has usually sold at a 
modest discount relative to Saudi Light at the U.S. Gulf. The U.S. 
West Coast is a special case. ANS by law can not be exported and all 
ANS production can not be absorbed on the West Coast. Therefore 
ANS production in excess of demand on the West Coast must go to the 
Gulf Coast rather than to the much closer Asian market. This situation 
results in a depressed price for ANS on the West Coast, i.e., a much 
larger &count relative to delivered Saudi than on the Gulf Coast. 

Figure 4 

ANS at the U. S. Gulf 
($ / barrel) 
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Month 

ANS at the West Coast 
($/barrel) 
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Transportation Costs to Lower 48 Markets 

As oil prices rise and inflation increases fuel and labor costs, 
tanker costs go up. As ANS production declines, however, there 
will be a drop in demand for tankers, this drop will increase the 
competition for cargos, which should keep tanker rates down. The 
fact that less and less oil will be shipped to the Gulf%East Coast will 
in and of itself lower the average cost of shipping oil to the Lower 
48. 

Tanker Costs 

Table 4 Marine Transportation Costs to 
Gulf Coast and West Coast 

t 

Fiscal Valdez to Valdez to 
Year West Coast Gulf/East Coast 

1) The decreasing amount of ANS sold east of Panama (which 
has dropped from 805,000 bbllday or 47% in January 1986 to 
558,000 bbllday or 30% in August 1989). 

2) The entry of the three construction drfferential subsidy 
tankers into the Alaska trade. 

3) The opening of the AU-American Pipeline from California 
to Texas. 

When this lower tanker cost is included with the lower Trans 
Alaska Pipeline tariffs, the cost of shipping a barrel of oil from the 
Alaska North slope to the U.S. Gulf has fallen from $lO/bbl in 1985 
to less than $5.50/bbl in August 1989. Figure 6 illustrates the decline 
in transportation costs. Without these cost savings some production 
sold in both 1986 and 1988 at prices below $10.00/bbl would have 
had a zero wellhead value, in which case the State under current law 
would have realized no severance tax or royalty for this production. 

Figure 6 

Transportation and Market ing  Costs 

, I 

I I 

Tanker rates to Lower 48 destinations have fallen si@- s7 I 

cantly since January 1986 from an average reported cost of $4.241 L------\-+p 

ss I- t 
bbl for Gulf Coast delivery in January 1986 to an average of $2.43/ L- L! h.-7~, p% 7 
bbl in August 1989. The decline is generally attributed to the I - u' 
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Trans Alaska Pipeline System Tariffs Wellhead Price for ANS 

Table 5 Scenarios for TAPS Tariffs 
($/bbl) 

Fiscal Low Mid High 
Year Scenario Scenario Scenario 

The TAPS tariff is determined according to the TAPS Settle- 
ment Method, a ratemaking method agreed upon by the Pipeline 
owners and the State of Alaska. This agreement dropped the tariff 
from $6/bbl in 1985 to $4/bbl in 1987, $3.18/bbl in 1988, and $3.051 
bbl in 1989. The 1990 calendar year tariff is expected to increase to 
about $3.90/bbl for three reasons: 

1) Reduced throughput assumptions due to the rapid onset of 
decline at Prudhoe Bay will raise the per-barrel charge. 

Table 6 Scenarios for ANS Wellhead Price 
($/bbl) 

Fiscal Low Mid High 
Year Scenario Scenario Scenario 

The wellhead value of ANS, along with production, is the basis 
for both State severance tax and royalty. The wellhead value is cal- 
culated by substracting the pipeline and marine transportation costs 
from the sales price (or transfer price at the refmery gate in the case 
of oil run through a producer's own refinery). 

Figure 7 
ANS a t  the Wellhead 

(S / barrel) 

=- 
v 

2) 1989 throughput was lower than expected so that the 1989 
tariff was mm!Xcient to cover allowable costs. As a result, some of 
those costs will be carried over into the 1990 rate base. -i; - -me 

3) Unanticipated corrosion repairs and additional oil spill ti I 

mitigation expenditures will raise operating expenses in 1990. I I 
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Oil Production Outlook 

Information on production comes from the Alaska De- 
partment of Natural Resources, the producing companies, the 
Alaska Oil and Gas Conservation Commission, oil industry trade 
journals, technical reports, and news releases. Annual produc- 
tion estimates are shown in Figures 8 and 9, and on pages 46 
through 48 in the section on "Long-Term Outlook". 

The vast majority of Alaska production will continue to 
come from the now declining Brudhoe Bay field. The mid 
scenario anticipates that total Alaskan production will be half its 
current level by 1997. The decline in Prudhoe Bay production is 
now expected to be much more rapid than assumed in our Spring 
forecast. This reflects amore serious gas handling constraint. As 
more and more gas is produced with each barrel of oil, the amount 
of gas which must be reinjected back into the Prudhoe Bay field 
has increased substantially. Since it is anticipated that there will 
need to be more production downtime due to field and TAPS 
maintenance, the gas handling constraint will limit the ability to 
keep average annual oil production from falling. Installation of 
additional gas handling equipment, GHAXl (gas handling and 
expansion l), is scheduled to start late in 1990. A second 
expansion is in the planning stages. Once in place, the ability to 
reinject up to 5.1 bcf/day of gas production will slow the rate of 
decline in oil production. 

Figure 8 

Simulated Oil Production 
State of Alaska 
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Simulated Oil Production 
Mid Scenario 



This forecast for the first time projects production from the 
newly discovered Pt. McIntyre field. ARC0 has estimated that 
there are 300 million barrels of recoverable oil. The proximity to 
the existing Prudhoe Bay infrastructure should allow fairly rapid 
development of the field. A thorough appraisal of the resource is 
currently in progress. The use of common production facilities has 
raised questions about tax treatment and the commercial and regu- 
latory implications for cost sharing and production monitoring. 
Once these issues can be resolved, development should occur 
quickly. 

Other fields which may help offset the Prudhoe decline 
include Niakuk and West Sak. Niakuk may still face development 
cost hurdles depending on the final outcome of the application for 
permits to build a causeway into the Beaufort Sea. West Sak 
development probably hinges on a combination of favorable oil 
prices, cost saving technical advances, and resolution of the com- 
mercial, regulatory, and taxation issues which are raised by the 

1 proposed use of Kuparuk facilities to produce the oil. 

The effect of projectedproduction from these new oil fields 
is illustrated in Figure 8 where a blip up in 1994 North Slope 
production can be seen. 

E. MODIFIED ECONOMIC LIMIT FACTOR 

During the 1989 session, the legislature modified the Eco- 
nomic Limit Factor (ELF) for oil severance tax. Taxes om Prudhoe 
Bay and Kuparuk were increased while taxes on a l l  other oil fields 
were reduced or left at zero. The increases are approximately 8 
percent of the revenue projected in each scenario. 

The 1990 projection includes the $102.2 million paid 
under protest for production between January 1, 1989 and 
August 6, 1989. 

Change in Revenue Due to Revised ELF 
fMilZlons $) 

Fiscal 
Year - - Mid High 

The Department of Revenue uses a wide variety of models 
and techniques to forecast severance taxes and royalties. The 
main forecasting model is a marketing and production simulation 
model which projects severance tax and royalties on a company - 
by-company, field-by-field basis through the year 2050. This 
model can be run on either a scenario or iterative basis and was 
initially developed in 1978. We have also recently developed an 
electronic spreadsheet model called Shortcut, which aggregates 
the information used in the simulation model. Policy makers and 
other interested individuals can use Shortcut to perform sensitiv- 
ity analysis, which asks "What if ... ?". This model can be 
obtained by contacting the Department of Revenue. 

1 
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I G. $CEN ARI[OS OVER- SHORT-TERM I 
Low Scenario 

Summary: The Low Scenario assumes economic growth slows over the next two years, 
reducing the recents~ong growth in oil consumption; nun-OPEC production continues to grow and 
OPEC muddles along unable to match output to fluctuating demand. 

The Low Scenario assumptions are as follows: 

1. Economic growth averages 2.0% in 1990 and 1 .O% in 1991. This assumes an economic slowdown triggered by the financial 
market concerns over debt and higher interest rates. 

2. Oil consumption grows by 0.9% in 1990 and only 0.3% in 1991 as  the economic slowdown drags down energy use. 

3. Non-OPEC production grows by .5 million bbllday in 1990 and .25 million bbl/day in 1991, with North Sea production back . . .  
to its potential but with a dmmmhed outlook for production due to continued low oil prices. 

4. Problems allocating increased demand for OPEC crude oil among member countries during seasonal fluctuations in the 
market, lead to overproduction at critical periods which keeps downward pressure on price. 

5. No new Federal taxes are levied on energy. 

6 .  The implied call on OPEC under this scenario, assuming normal inventory fluctuations, is 19.8 million bbl/day in 1990. This 
compares to our Spring 1989 forecast of 18.0 million bbl/day . The 1991 call on OPEC is projected to be 19.5 million bbllday. 



Expected and Historical Crude 011 Prices 
For Alaska North Slope Crude and OPEC Marker 

($/barrel) 

Low Scenario 

Production 
Mon/Y R 

JUL 88 
AUG 88 
SEP 88 
OCT 88 
NOV 88 
DEC 88 
JAN 89 
FEB 89 
MAR 89 
APR 89 
MAY 89 
JUN 89 
JUL 89 
AUG 89 
SEP 89 
OCT 89 
NOV 89 
DEC 89 
JAN 90 
FEB 90 
MAR 90 
APR 90 
MAY 90 
QTRl FY91 
QTR2 FY91 
QTR3 FY91 
QTR4 FY91 
QTRl FY92 
QTRZ FY92 
QTR3 FY92 
QTR4 FY92 

ANS at ANS at ANS at Saudi Lt 
Wellhead West Coast Gulf Coast Ras Tanura 
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I 
Low Scenario 

Global Oil Market Assumptions 

GLOBAL OIL OPEC OIL OPEC NGL NON-OPBC NET CFB PRorXsSWG STOCK 

GmaMmQH EBQBL EBQB, EwR EWORTS Qm CaANOE 



Mid Scenario 

Summary: The Mid Scenario assumes moderate growth in the world economy in 1990 with 
a mild slowdown in 1991. Continued low oilprices, in relative terms, and a cheaper dollar further 
contribute to healthy growth in world oil consumption. OPEC finds it easier in these economic 
circumstances to match production to demand. The result is stable oil prices drifhng up over time 
toward $20/bbl. 

The Mid Scenario assumptions are as follows: 

1. Economic growth worldwide averages 2.5% in 1990 and 2.0% in 1991. This assumption implies continued solid growth next 
year and a slowdown in 1991. 

2. Oil consumption is projected to grow at 1.5% in 1990 and 3% in 1991 in response to both the healthy growth in the world 
economy and in response to prices which are still low when adjusted for idation and the value of the dollar. 

3. Non-OPEC production is expected to grow very slowly increasing by .2 million bbllday in 1990 and by .1 million bbllday in 
1991. This reflects the depressing effect of low and volatile oil prices on investment in high cost frontiers outside OPEC both in 
terms of new exploration and development and also in terms of existing older oil fields. 

4. OPEC fids a way of allocating its bigger market share among its members so that all share in higher revenues. Thus a price 
war over market share is avoided. 

5. No new Federal taxes are levied on energy. 

6. The implied call on OPEC under this scenario, assuming normal inventory fluctuations, is 20.6 million bbllday in1990. This 
compares to our Spring 1989 forecast of 19.4 million bbl/day. The 1991 call on OPEC is projected to be 20.8 rnillion bbl/day. 
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Production 
M O W R  

JUL 88 
AUG 88 
SEP 88 
OCT 88 
NOV 88 
DEC 88 
JAN 89 
FEB 89 
MAR 89 
APR 89 
MAY 89 
JUN 89 
JUL 89 
AUG 89 
SEP 89 
OCT 89 
NOV 89 
DEC 89 
JAN 90 
FEB 90 
MAR 90 
APR 90 
MAY 90 
QTRl FY91 
QTRZ FY91 
QTR3 N 9 1  
QTR4 FY91 
QTRl FY92 
QTR2 FY92 
QTR3 FY92 
QTR4 N 9 2  

Expected and Historical Crude Oil Prices 
For Alaska North Slope Crude and OPEC Marker 

($/barrel) 

Mid Scenario 

ANS at ANS at ANS at Saudi Lt 
Wellhead West Coarst Gulf Coast Ras Tanura 



Mid Scenario 

Global Oil Market Assumptions 

GLOBAL OIL OPEC OIL OPECNOL NON-OPEC NET CPE PROCESSING STOCK 
CONSUMPnON EBPPL PBQP, mQQ EWORTS w CHANOE 
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High Scenario 

Summary: The High Scenario assumes vigorous economic growth and correspondingly 
rapid increases in world wide oil consumption. Non-OPEC production growth remains low, 
significantly increasing the demand for OPEC crude oil. OPEC's much larger market share makes 
it far easier to reach a production agreement which keeps oil pi-ices drzftlag upward. 

The High Scenario assumptions are as follows: 

1. Economic growth worldwide is assumed to be 3 -5% in both 1990 and 1991. Continued growth is driven by increased free trade 
among nations and high rates of consumption by the rapidly expanding economies of the Far East. 

2. Oil consumptions increases by 1.6% in 19!N and 1.4% in 1991 in response to rapid economic growth and relatively low oil 
prices when adjusted for inflation and the value of the dollar. 

3. Non-OPEC production increases by .1 million bbl/day in 1990 and 1991. Non-OPEC production growth remains low in 
response to frontier production problems, like those in the North Sea and Alaska, and low rates of investment in exploration and 
development due to relatively low oil prices. 

4. OPEC develops a workable system for accomodating greater market demand for OPEC production based loosely on a 
combination of percentage increases with adjustments for differences in production capability. 

5. No new Federal taxes are levied on energy. 

6. The implied call on OPEC under this scenario, assuming normal inventory fluctuations, is 21.1 million bbllday in1990. This 
compares to our Spring 1989 forecast of 19.4 million bbl/day. The 1991 call on OPEC is projected to be 21.6 million bbllday. 
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Expected and Historical Crude 051 Prices 
For Alaska N ~ r t h  Slope Crude and OPEC Marker 

($/barrel) 

High Scenario 

Production 
Mon/YR 

JUL 88 
AUG 88 
SEP 88 
OCT 88 
NOV 88 
DEC 88 
JAN 89 
F'EB 89 
MAR 89 
APR 89 
MAY 89 
JUN 89 
JUL 89 
AUG 89 
SEP 89 
OCT 89 
NOV 89 
DEC 89 
JAN 90 
FEB 90 
MAR 90 
APR 90 
MAY 90 
QTlRl FY91 
QTR2 FY91 
QTR3 FY91 
QTR4 FY91 
QTRl FY92 
QTR2 FY92 
QTR3 FY92 
QTR4 FY92 

ANS at ANS at ANS at Saudi Lt 
Wellhead West Coast Gulf Coast Ras Tanura 
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PROCESSING STOCK 
GAIN CHANGE 

High Scenario 

Global Oil Market Assumptions 

GLOBAL OIL OPEC OIL OPEC NOL NON-OPEC NET CPE 
CONSUMPTION PROD. PROD. PROD. EXPORTS 

1989 

Q 1 

Q2 

4 3  

44 

1990 

Q 1 

Q2 

4 3  

44 

1991 

Q 1 52.9 18.8 2.3 25.4 2.6 1.7 -2.2 

4 2  52.7 21.8 2.3 25.3 2.6 1.7 1 .O 

Q3 53.7 23 .O 2.3 25.5 2.6 1.7 1.4 

Q4 55 .O 22.6 2.3 25.5 2.6 1.7 -0.3 



111. REVENUE FORECAST: LONG-TERM OUTLOOK 
OFy 1993 - 2410) 

This section focuses on the long term from FYI 993 through FY2010. This section provides 
revenue projections for this period, and also sets out the assurnptions behind those projections for 
the low, mid, and high scenarios. 

The following graph shows the revenue projections for the low, mid, and high scenarios from 
N 198 1 through FY20 10 in bothnominal and real dollar terms. The assumptions are shown of each 
of the three scenarios for the inflation rate, Alaska oil production, the TAPS tariff, and the average 
Lower 48 price for Alaska North Slope (ANS) crude oil. 

The first set of tables provide detailed revenue projections for each category of revenues 
under each of the three scenarios. The next set of tables show the forecast for each scenario of the 
petroleum production revenues by type and area of the state. The final sets of tables show for each 
scenario (1) the expected and historical prices from from FYI982 through FY2010 for Alaska 
North Slope CANS") crude oil at the wellhead and the Saudi Light crude oil price at Ras Tanura, 
and (2) the simulated oil production by field. 





FALL 1989 FORECAST ASSUMPTIONS 

The following tables are part of the output from the Department of Revenue's simulation model, the Long-Run 
Fiscal Model (LRFM). All pertinent assumptions and footnotes are presented below: 

1) The conservation surcharge for oil and hazardous release ($0.05/bbl) was included as severance tax. 
2) Investment earnings are a function of expenditures and the resulting general investment fund balance. 

(Note: Permanent Fund earnings are excluded from the long-range revenue forecast.) 
Expenditures were assumed to increase at the scenario-specific inflation rate from the EY 89 base year. 
The real rate of retum for investment earnings was assumed at 3.00% for all cases. 

3) Non-petroleurn/non-interest revenues beyond FY 92 were assumed to increase at the scenario-specific 
inflation rate. 

INFLATION RATE ALASKA PRODUCTION TAPS TARIFF AVERAGE LOPJER 48 PRICE 
(a) (h4.dlion.s of Barrelsmear) ($/bbl) 

1 
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LOW CASE SCENARIO 
(MiRions of Dollars) 

(3) 

PROPERTY 
IBS 
143.00 
142.70 
152.60 
131.00 
128.40 
113.50 
102.50 
96.20 
89.70 
84.60 
79.70 
75.20 
70.40 
64.30 
56.70 
51.40 
46.60 
41.90 
37.30 
33.00 
29.00 
25.30 
21.40 
19.40 
17.70 
16.20 
14.70 
13.00 
11.10 
9.20 

(5) 

GROSS 
ROYALTIES 

1501.60 
1553.20 
1447.40 
1409.00 
1390.30 
1098.25 
591.60 
953.50 
818.70 
795.45 
702.33 
807.74 
79 1.08 
811.81 
786.47 
705.09 
639.00 
579.56 
502.13 
431.15 
388.17 
346.29 
306.83 
269.31 
223.46 
139.38 
60.21 
57.01 
58.% 
54.74 

(6) 

MINERAL 
RENTS 
7.90 

26.40 
54.20 
21.90 
23.70 
44.50 
29.10 
24.20 
18.00 
19.80 
19.10 
19.10 
18.15 
17.24 
16.38 
15.56 
14.78 
14.04 
13.34 
12.67 
12.04 
11.44 
10.86 
10.32 
9.80 
9.31 
8.85 
8.41 
7.99 
7.59 

(7) (8) (9) 
SPECIAL TOTAL 

BONUS PETRO PETROLEUM 
SaGESiwTMwmsBEVENUES 
14.10 0.00 3696.90 
10.30 0.00 3983.20 
73.10 0.00 3457.00 
16.70 0.00 3236.80 
23.60 0.00 3124.00 
70.10 460.70 3028.80 
1.00 85.20 1578.30 

11.30 329.00 2390.90 
23.00 259.70 2073.90 
0.00 111.40 1885.69 
0.00 4.00 1618.05 
0.00 4.00 1799.77 
0.00 9.40 1741.58 
0.00 9.40 1734.73 
0.00 9.40 1658.51 
0.00 9.40 1455.30 
0.00 9.40 1287.60 
0.00 13.40 1143.06 
0.00 13.40 978.91 
0.00 13.40 824.05 
0.00 13.40 726.02 
0.00 13.40 625.44 
0.00 0.00 536.99 
0.00 0.00 457.56 
0.00 0.00 352.50 
0.00 0.00 232.73 
0.00 0.00 145.70 
0.00 0.00 136.56 
0.00 0.00 132.79 
0.00 0.00 131.53 

t 10) 
NON-PETR 
NON-INTR 
aFVENOES 

186.10 
209.00 
228.60 
245.80 
283.00 
222.40 
243.00 
223.60 
245.10 
245.70 
248.80 
252.40 
262.34 
272.68 
283.42 
294.76 
306.55 
318.81 
331.57 
344.83 
358.83 
373.40 
388.56 
404.33 
420.75 
437.83 
455.61 
474.11 
493.35 
513.38 

(1 1) 
GEN FUND 
INTEREST 
I a l m Y E  

227.80 
324.70 
375.80 
282.70 
233.50 
195.20 
161.90 
132.60 
100.70 
91.40 
69.60 
29.40 
26.12 
27.33 
28.56 
29.98 
3 1.43 
32.93 
34.47 
36.08 
37.90 
39.65 
41.47 
43.36 
45.32 
47.36 
49.46 
51.65 
53.91 
56.35 

(12) 
TOTAL REVS 
W/PERM FND 

DEDICATION 
4110.80 
4516.90 
4061.40 
3765.30 
3640.50 
3446.40 
1983.20 
2747.10 
2419.70 
2222.79 
1936.45 
208 1.57 
2030.04 
2034.74 
1970.49 
1780.04 
1625.58 
1494.80 
1344.95 
1204.96 
1122.75 
1038.48 
967.02 
905.25 
818.57 
717.93 
650.77 
662.31 
680.05 
701.26 



(14) 
TOTAL REVS 
Wl PERM FND 
DEDICATION 

(15) 

PUB SCH 
ElMP 

7.50 
8.00 
9.40 
9.00 
7.10 
6.50 
3.30 
6.60 
4.30 
4.10 
3.60 
4.10 
4.06 
4.16 
4.03 
3.63 
3.30 
3.00 
2.61 
2.26 
2.04 
1.83 
1.63 
1.45 
1.22 
0.80 
0.40 
0.39 
0.39 
0.37 

NPR-A OTHER 
EmE FUNDS 

(18) 
PERM 
Furm 

DEDICATN 

(19) (20) 
NET GEN FUND 

UMESTRD FU3WNUB - 
J?lI-8* 
arm.40 
363 1 +00 
3390. f 0 
3m .Qo 
,107550 
1799.40 
230SV80 
2186..2& 2186.20 
ZOftS+49 1932.56 
IT4335 1619.04 
1860.07 1662.85 
3 A 13.15 1559.45 
1813.29 1500.45 
1755+% 1397.93 
lS5.66 1214.57 
f.44P.bO 1066.82 
133235 942.88 
IW+?4 818.47 
X082.21 707.47 
f.W.33 634.67 
9Jg27 565.76 
W 6  512.32 
@0.29 463.33 
755.93 405.37 
577.9R 349.39 
6325-1 313.25 
645.02 306.97 
662.41 302.94 
684.82 300.99 
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SEVERANCE PROPJCRTY 

3 .a  
1170.20 143.00 
1581.70 142.70 
1493.70 152.60 
1393.10 131.00 
1389.40 128.40 
1107.90 113.50 
648.50 102.50 
818.70 96.20 
698.80 89.70 
914.81 84.60 
946.67 79.70 

1020.89 75.20 
1026.54 70.40 
1015.22 64.30 
963.08 56.70 
861.25 51.40 
752.58 46.60 
660.58 41.90 
578.70 37.30 
485.37 33.00 
406.72 29.00 
321.06 25.30 
241.02 21.40 
184.45 19.40 
132.56 17.70 
87.45 16.20 
51.19 14.70 
33.06 13.00 
29.13 11.10 
43.20 9.20 

(5) 

GROSS 
RQYALTr&S 

1501.60 
1553.20 
1447.40 
1409.00 
1390.30 
1098.20 
591.60 
953.50 
818.70 
953.12 
98 1.40 

1090.99 
1139.26 
1199.85 
1 186.54 
1113.89 
1033.04 
966.88 
879.29 
788.49 
721.56 
647.M 
583.77 
534.64 
482.16 
44 1.49 
397.23 
318.46 
290.97 
248.73 

MID CASE SCENARIO 
(Millions of Dollars) 

t 6) 

hmvmAL 
RENTS 
7.90 

26.40 
54.20 
21.90 
23.70 
44.50 
29.10 
24.20 
18.00 
19.80 
19.10 
19.10 
18.15 
17.24 
16.38 
15.56 
14.78 
14.04 
13.34 
12.67 
12.04 
11.44 
10.86 
10.32 
9.80 
9.31 
8.85 
8.41 
7.99 
7.59 

(7) t 8) (9) 
SPECIAL TOTAL 

BONUS PETRO PETROLEUM 

14.10 0.00 3696.90 
10.30 0.00 3983.20 
73.10 0.00 3457.00 
16.70 0.00 3236.80 
23.60 0.00 3124.00 
70.10 460.70 3028.80 
1.00 85.20 1578.30 

11.30 329.00 2390.90 
23.00 259.70 2073.90 
0.00 111.40 2213.73 
0.00 4.00 2169.87 
0.00 4.00 2345.18 
0.00 9.40 2397.75 
0.00 9.40 2439.01 
0.00 9.40 2361.10 
0.00 9.40 2178.50 
0.00 9.40 1968.40 
0.00 13.40 1799.80 
0.00 13.40 1616.03 
0.00 13.40 1417.93 
0.00 13.40 1261.72 
0.00 13.40 1091.84 
0.00 0.00 926.05 
0.00 0.00 812.81 
0.00 0.00 708.22 
0.00 0.00 614.45 
0.00 0.00 527.97 
0.00 0.00 417.93 
0.00 0.00 381.19 
0.00 0.00 346.72 

f 10) 
NON-PETR 
NON-INTR 

IEYmYM 
186.10 
209.00 
228.60 
2A5.80 
283.00 
222.40 
243.00 
223.60 
245.10 
245.70 
248.80 
252.40 
264.39 
276.95 
290.10 
303.33 
317.16 
331.63 
346.75 
362.56 
378.87 
395.92 
413.74 
432.36 
451.82 
472.15 
493.39 
515.60 
538.80 
563.04 

(11) 
GEN FUND 
INTEREST 
ReVENCTES 

227.80 
324.70 
375.80 
282.70 
233.50 
195.20 
161.90 
132.60 
100.70 
94.70 

103.20 
115.20 
83.84 
70.77 
47.35 
32.91 
34.76 
36.63 
38.59 
40.62 
42.57 
44.76 
47.05 
49.42 
51.89 
54.45 
57.15 
59.96 
62.89 
66.03 

(12) 
TOTAL REVS 
W1 PERM Ic'ND 
DEDrCATION 

41 10.80 
4516.90 
4061.40 
3765.30 
3640.50 
3446.40 
1983.20 
2747.10 
2419.70 
2554.13 
2521.87 
2712.78 
2745.98 
2786.73 
2698.55 
25 14.74 
2320.32 
2168.06 
2001.37 
1821.12 
1683.16 
1532.52 
1386.84 
1294.59 
1211.93 
1141.05 
1078.51 
993.48 
982.87 
975.79 
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HIGH CASE SCENARIO 
(Millions of Dollars) 

SEVERANCE PROPERTY 
EX- XAX 

GROSS 
iuxALaw 

1501.60 
1553.20 
1447.40 
1409.00 
1390.30 
1098.20 
591.60 
953.50 
818.70 

1133.50 
1237.33 
1367.19 
1550.14 
1769.08 
1986.34 
2092.65 
2119.96 
2150.71 
2055.77 
1960.72 
1868.37 
1807.18 
1724.23 
1701.11 
1634.47 
1689.88 
1625.40 
1587.02 
1560.30 
1611.99 

(7) (8) (9) 
SPECIAL TOTAL 

BONUS PETRO PETROLEUM 
sA'LEs-- 

(10) 
NON-PETR 
NON-INTR 
REVENUES 

(11) 
GEN FUND 
INTEREST 
REYENUES 

(12) 
TOTAL REVS 
W/ PERM FWD 
DEDICATION 
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FIscal 
Year 

Low Scenario Petroleum Production Revenue Forecast 
(Millions of $1 

Alaska North Slope Cook Inlet 

Oil Conservation Gas 
Severance Tnx RoyaQ 

Gas Hazardow ANS Oil Oil C o m a t i o n  Gas Gas Hazardous Cook Inlet State 
Severance Re& Fund Totd Roy* Severance Tax Royalty Severance Rel. Fund Total Total 



* t.. l 
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High Scenario Petroleum Production Revenue Forecast 

(Millions of $) 

Alaska North Slope Cook Inlet 

-1 on OU C o ~ a t f o n  Gas Gas Hazardous ANS On Oil Conservation Gas Gas Hazardous Cook Inlet Stntc 
Year Royalty Sevvance Tax Royaity Severance ReL IFnnd Total Roydty Sevvame Tax Royalty Stvtrance ReL b d  Total Total 



Expected and Historical Crude Oil Prices 
For Alaska North Slope Crude and OPEC Marker 

In 1989 dollars1 

Low Scenario Mid Scenario High Scenario 

Fiscal Saudi Lt AN§ at Saudi Lt ANS at Saudi Lt ANS at 
Year Ras Tanura Wellhead Ras Tanura WelIhead Ras Tanura Wellhead 

1982 through FY 1989 are nominal dollars. 

I 
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Simulated Oil Production 
(Millions of barrelslday) 

Mid Scenario 

MUne Pt. Pt 
Prudhoe NGL's Kupamk Point Endicott LdsbnrneThomson NialkPk MeIntrye 

Total 
ANS 

Cook Total 
Inlet Alaska 



ShulaCed Oil Frod.uction 
( W o r t s  of bandday)  

High Scenario 

MiIat West F't. Stal Pt Total Cook Total 
Prndhoe NGL's Knppmlr Point EodicottLIstrarnte Sllr TJIO~~XXWI Idand Mubk MtIntrge ANS Inlet Abska 
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TV. HISTORICAL REVENUES 

This section reports on revenues collected in the past. The first table shows 
General Fund revenues by type from N 1977 - 89, and breaks them into unrestricted 
and restriaxi categories. The find table shows petroleum revenues by type &om 
statehood to the present (EY 1959 - 89). 
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i 1 

($ millions) 

Corporate - General 
Corporate - Petroleum 
Fiduciary 
Individual 

Total Income 

Alaska Business License 
Fish - Canawl Salmon 
Fish - Shore Based 
Fish - Floating 
Salmon Enhancement 
Seafood Madceting 
Insurance Companies 
Other 

Total Gross Receipts 

Gravel, Timber, Etc. 
Oil & Gas Production 
Oil & Gas Conservation 

Total Severance 

Oil&Gas 
Oil & Gas Reserves 
Vehicle Registration 

Total Property 

Alcoholic Beverages 
Fuel Taxes - Aviation 
Fuel Taxes - Highway 
Fuel Taxes - Mariae 
Tobacco Products 

Total Sale/Use 

Estate 
School 

Total Other 

HISTORICAL GENERAL FUND UNRESTRICTED REVENUES 
- TAX PORTION - 

Total Taxes 



- NON-TAX PORTION - 
($ millions) 

Business 
Non-Business 

Total Licenses & Permits 

& & g R r n q &  
Federal Shared Revenues 

State Resource Revenue 
Bonus Sales 
Investment Earnings 
Rents 
Royalties 
Sale of State Property 
Gravel, Timber, etc. 

Total Salemse 

Ferry System-4E 
Feny System-SW 
Other 
Total Facilities Charges 

Corn System 
Other 

Total Services Charges 
Total State Resource Revenue 

Miscellaneous Revenue 

Sub-Total Non-Tax Revenue 
I Less: Native Claims 
I Plus: Settlements 

Total Non-TagRevenue 

Total Revenue 

Total General Fund 
Unrestricted Revenue 

I 
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HISTORICAL RESTRICTED REVENUES 
AND TOTAL GENERAL FUND REVENUES 

($ millions) E Y 7 7 ~ E Y 7 9 F Y 8 0 F u ' 8 1 E Y 8 2 E Y 8 3 ~ F x ' 8 5 F Y 8 6 ~ E Y 8 8 F Y 8 9  

ralGEggsIoA&j - - 
Education 26.7 27.3 27.8 30.7 33.0 25.7 33.8 44.8 76.2 42.0 78.0 54.2 73.3 
Social Services 48.9 57.7 57.8 60.0 68.7 60.4 80.7 91.2 100.7 125.2 156.4 154.2 167.4 
Health 3.0 15.6 15.4 21.4 26.5 27.1 11.9 10.0 12.5 3.2 3.6 3.4 3.9 
Natural Resources 5.4 7.9 10.1 6.5 8.3 12.4 15.0 14.2 18.1 17.9 27.8 28.4 30.0 
Public ProtectionlAdmin. 

of Justice 5.7 7.1 8.4 7.4 7.1 5.5 5.7 6.6 7.5 7.7 15.0 10.3 12.4 
Development/Ge~~Govemment 2.7 1.4 2.3 2.8 7.9 4.9 8.6 8.1 6.6 9.3 5.0 7.6 7.8 
Transportation ~ ~ s 4 6 6 e 5 ~ I k n _ 6 u ~ 1 6 9 ~ ~  

Total 211.5 238.6 206.4 198.3 191.4 158.5 166.7 242.6 332.5 293.8 455.6 443.4 490.6 

- - O t h e r G w  Inu 
Education .8 .3 .5 1.6 .8 .9 1.0 1.1 1.3 1.4 1.3 2.0 2.3 
HealthISocial Services 1.5 2.6 1.2 .5 .2 .3 .4 .4 3.8 4.3 8.5 9.1 6.5 
Natural Resources 2.1 1.4 1.2 .6 2.4 1.4 1.0 .9 .9 1.4 2.3 6.0 6.2 
Public F'rotection/Admin. 

of Justice .4 1.7 1.9 1.8 1.9 1.9 2.4 3.1 -9 2.0 5.7 5.1 5.3 
Development/Gen. Government .9 1.3 1.6 4.1 2 6  3.3 5.3 15.6 6.5 3.6 3.8 5.2 14.0 
Transportation ~ ~ ~ ~ _ L 6 ~ _ k 2 ~ ~ 4 $  

Total 7.5 8.3 7.5 9.6 9.5 10.3 11.0 22.3 16.9 13.5 22.7 28.1 35.3 

Miscellaneous Restricted Revenue 3.1 .9 3.2 5.7 8.1 7.0 15.7 9.8 16.9 16.4 15.8 3.7 20.8 

Total Restricted Revenue 222.1 247.8 217.1 213.6 209.0 175.8 193.4 274.7 366.3 323.7 494.1 475.2 546.7 

Total Unrestricted Revenue 8743 764.9 1133.0 2501.2 3718.2 4108.4 3631.0 3390.1 3260.0 3075.5 1799.4 2305.8 2186.2 

Total General Fund Revenue 1096.4 1012.7 1350.1 2714.8 3927.2 4284.2 3824.4 3664.8 3626.3 3399.2 2293.5 2781.0 2732.9 

Source: Department of Revenue, Revenue Sources FY 1977 - FY 1989. Updated November 1989. 



OtVGas 
Corporate Severance 

Ex Pan-p- Petrolenm Tax 

HISTORICAL PETROLEUM REVENUES 
(Millions of Dollars) 

&ope* 
Tax 

6.6 
83.4 

139.1 
173.0 
163.4 
168.9 
143.0 
142.7 
152.6 
131.0 
128.4 
113.5 
102.5 
96.2 
89.7 

Fed. Min. 
Reserve Rents & Bonus 

-Jimuam- 
Rents 
111. 

.1 

.2 
1.0 
1.0 
1.2 
1.9 
2.5 
2.8 
2.9 
3.3 
3.1 
2.9 
3.0 
3.4 
3.6 
3.9 
3.7 
2.8* 
1.8* 
1.6* 
1.8* 
3.7* 
2. I* 
2.5' 
3.8* 
3.4* 
4.2* 
3.8* 
5.7* 
5.3* 

Royalties 
(I) 

.1 

.3 
1.9 
9.5 

16.9 
19.3 
23.9 
24.6 
23.5 
28.7 
40.0 
43.3 
34.3* 

149.6* 
2492* 
6882* 

1118.5* 
1157.3' 
1078.4* 
1047.5* 
1034.0* 
830.7* 
439.3* 
694.8* 
605.9* 

W G m  Total 
Spedal Petroleum 

Settlements- 

Total G.F. % of Total 
Unrestricted Unrestricted 
Revenues- 

* Net of Permanent Fund contributioa 
(1) These categories are primarily composed of owgas revenues; however, includes some additional revenues from other minerals (mostly coal). 

I 
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In accordance with 37.07.060@)(4), Revenue Sources is compiled annually to assist the Governor 
in formulating a proposed comprehensive financial plan for presentation to the State Legislature. 
Since fiscal year (IT) 1975, responsibility for compiling and publishing this summary of State 
Revenues has come under the Department of Revenue's jurisdiction. Within the publication are 
shown prior year actuals, revised current year estimates, and upcoming year projections. 

Anticipated State income is projected through the use of a number of data sources: 1)  econometric 
models developed by the Department of Revenue to forecast unrestricted non-petroleum revenues, 
2) a petroleum revenue model created by the Department's Oil and Gas Audit Division, and 3) 
estimates from individual State agencies. 

The Department of Revenue thanks the various State agencies for their cooperation in computing 
anticipated revenues for publication in this document. 


